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June 17, 1999 
FCC Proposal Paves Way 
For Calling-Party-Pays Billing, 
Spurs ‘Centralized Trunking’ 


he FCC has proposed wireless calling-party-pays (CPP) 

T rules that would include detailed consumer notification of 

airtime charges when calls are placed and new responsi- 

bilities for wireline carriers to provide billing information 

to wireless service providers. The agency’s rulemaking notice also 

specifies a new method for wireless carriers to establish their nght to 
be paid for CPP calls. 


The Commission’s adoption of the notice at its June 10 “Wire- 
less Day” meeting headlined a long agenda, including items to en- 
courage centralized trunking for private radio licensees, to facilitate 
wireless licensees’ access to spaces inside buildings, and to require 
reports on safety and competition in the wireless field. 


Most wireless subscribers in the U.S. pay both to receive calls 
and to place them. Under a CPP system, the party placing the call to 
a wireless customer would pay for the airtime charges. The FCC’s 
CPP rulemaking proposal has been a favorite project of Chairman 
William E. Kennard for months (TRW, Feb 18). 


The CPP proposal was outlined in a notice of proposed rule- 
making in Wireless Telecommunications docket 99-207. At the same 
time, the FCC issued a declaratory ruling that CPP is a CMRS (com- 
mercial mobile radio service) subject to section 332 of the Com- 
munications Act of 1934, as amended. 


As aresult of that declaratory ruling, “Various critical issues re- 
garding the implications of this regulatory classification, including 
the roles of the states and the FCC, are addressed in the [rulemaking 
proposal].” the FCC said in a press release. 
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The FCC proposed to develop, in coopera- 
tion with the states, a uniform notification method 
that would protect consumers by warning them 
that they are making a call to a CPP subscriber. 
Callers would be notified of their responsibility 
for airtime charges, the per-minute rate they would 
be charged, the identity of the CMRS provider, 
and the option to end the call before incurring 
charges. 


In a series of inquiries and comment cycles 
on CPP billing over the past two years, the FCC 
has heard varying proposals on how to handle 
customer notification (TRW, July 24, 1997; and 
May 28, 1998). Some wireless industry organi- 
zations have advocated the use of a simple tone 
to alert a caller that unspecified charges will be- 
gin to accrue. Consumer organizations have fa- 
vored fuller notifications—including price infor- 
mation—as each call begins, combined with 
consumer-education programs. 


The rulemaking proposal adopted last week 
specifies that the Commission has the authority 
under section 332 to set a uniform nationwide 
notification requirement. State agencies have the 
authority to regulate “other terms and conditions” 
related to CPP billing, including consumer pro- 
tection, the Commission said. 


The FCC will request comments on whether 
the proposed notification is sufficient to create an 
“implied-in-fact” contract between the caller and 
the CMRS carrier. The rulemaking notice points 
to a key concern of the wireless industry, espe- 
cially the Cellular Telecommunications Industry 
Association: the perceived need to create an ob- 
ligation on the part of the caller to pay the CMRS 
carrier—because the caller, after all, isn'ta subscriber 
to the wireless carrier’s service. CTIA has pro- 
posed the filing of tarifflike documents with the 
FCC that would create a legal obligation to pay. 


The Commission plans to study whether 
market conditions are likely to exert competitive 
pressure on CPP rates. The rulemaking notice 
also seeks comment on how carriers would bill 
and collect for CPP calls, including billing and 
collection information that local exchange carri- 
ers would have to provide to CMRS carriers. The 
jurisdictional basis for FCC action is also under 
scrutiny. 


Chairman Kennard praised the CPP proposal, 


saying, ““We know calling-party-pays has played 
a major role in the skyrocketing wireless phone 
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penetration around the world. But this is only a 
first step. We have to make sure consumers know 
what they are getting into [with regard to billing]. 
We're going to work very closely with the state 
commissions and consumer groups on this [issue 
of consumer notification ].” 


Commissioner Susan Ness, also a supporter 
of the CPP item, expressed concern about con- 
sumers’ being “gouged” in the process of making 
CPP calls. “Most consumers in the U.S. don't 
pay metered [rates] for local phone service. so 
this is a departure from that norm.” she observed. 


Ms. Ness asked Wireless Telecommunica- 
tions Bureau Chief Thomas Sugrue how univer- 
sities and other institutions could block their 
phones from being used to make CPP calls. A 
wireless bureau aide said some possibilities in- 
cluded the use of a special “NXX™ code or a sig- 
naling feature that would block CPP calls. 


Commissioner Harold Furchtgott-Roth dis- 
played an almost Jekyll-and-Hyde division of 
opinion about the CPP proposal. saving on the 
one hand that he was “a great fan of calling- 
party-pays. Can we get calling party pays for 
telemarketers and telemarketers calling at 
dinnertime?” 


Mr. Furchtgott-Roth then said he was “deeply 
disturbed” that the CPP item raised the prospect 
of wireless “rate regulation.” He stated. “There is 
aterm I find very offensive as an economist. and 
that is gouging. . .but otherwise there are some 
good things” in the proposal. 


Mr. Furchtgott-Roth also expressed concern 
that the CPP billing item raised the prospect that 
local exchange carriers would have to provide an 
additional unbundled network element (Ul NE)— 
information on billing and collection—to their 
competitors. 


The list of UNEs that local teleos must pro- 
vide is being reviewed in Common Carrier docket 
96-98. The U.S. Supreme Court remanded the 
matter to the Commission in Jowa Utilities Board 
v FCC. 


Commissioner Michael K. Powell echoed Mr. 
Furchtgott-Roth’s concerns about the interjection 
of UNE issues into the CPP item. All the Com- 
missioners voted in favor of the item. except Mr. 
Furchtgott-Roth, who concurred in part and dis- 
sented in part. 
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Adopuon of the CPP rulemaking item was 
praised by the Cellular Telecommunications In- 
dustry Association, which said it would “help 
wireless become an attractive alternative to the 
wireline phone.” Bell Atlantic Corp.’s Bell At- 
lantic Mobile subsidiary said, “CPP will make 
Wireless [Service] immediately more valuable for 
current consumers, more affordable to those who 
do not yet have wireless, and more competitive 
with landline service.” 


BellSouth Corp. objected to parts of the CPP 
proposal. “We don’t think it is rational to expect 
our Wireline customers to help pay for an elabo- 
rate and expensive billing and collection system 
that we may be required to offer to wireless com- 
panies, especially if there is no real demand for 
it.’ said Ben Almond, BellSouth’s vice president- 
federal regulatory. 


“If and when we see customer demand in 
the U.S., we'll meet it. It is a government man- 
date that we oppose, not the service. The mar- 
ketplace, not the FCC, should determine the fate 
of CPP in the U.S.” 


Centralized Trunking Changes OK’d 


Meanwhile, in its continuing effort to ease 
congestion in the private radio channels, the Com- 
mission unanimously adopted an order facilitat- 
ing the use of multiple radio channels that are 
assigned by computer—a process known as cen- 
tralized trunking (7RW, April 24). 


The FCC approved a third memorandum 
opinion and order in private radio docket 92-235. 


Malone’s New Buy Boosts 
Fixed-Wireless Strategy 


The strategy of using fixed-wireless tech- 
nology to bridge the “last mile” to the end user 
got a big boost with Liberty Media Group’s agree- 


ment to acquire The Associated Group, Inc., of 


Pittsburgh for about $3 billion. For Liberty, the 
programming arm of AT&T Corp. that remains 
under the control of John C. Malone, the agree- 
ment would give it a 41% interest in fixed- 


It set new standards for when applicants for 
trunked operations must obtain consent from ex- 
isting licensees to operate on shared spectrum 
below 800 megahertz. 


The order also delegated to certified private 
radio frequency coordinators the function of evalu- 
ating proposals for trunked radio systems. The 
FCC would step in to resolve contested propos- 
als. It established methods for preventing the sub- 
mission of speculative trunking applications, af- 
firmed applicants’ need to gain approval from all 
atfected co-channel and adjacent-channel licens- 
ees before launching a trunked service, and 1m- 
posed a 10-channel limit on non—safety-related 
initial applications for trunked systems. 


The Commission also heard a report from 
Kathleen M.H. Wallman, chairperson of the Na- 
tional Coordination Committee, a federal advisory 
committee that is preparing recommendations 
concerning the 700 MHz public safety spectrum. 


After a period of organization building, Ms. 
Jallman said, “We are now at the point of begin- 
ning the actual work that has been assigned to us. 
The subcommittees will meet for the first time 
next week. Each has been given a work plan for 
a group of issues that need to be considered and 
framed for recommendation.” | 


Ms. Wallman said the committee was work- 
ing with various state, local, and federal agencies 
as well as groups such as the Public Safety Wire- 
less Network, the Federal Law Enforcement Wire- 
less Group, the National Institute of Justice, and 
others. 


Business & Finance 


wireless competitive local exchange carrier 
(CLEC) Teligent, Inc. 


The potential of using fixed-wireless assets 
for broadband services was thrust to the forefront 
recently when Sprint Corp. and MCI WorldCom, 
Inc., bought up much of the beleaguered compa- 
nies in the MDS (multipoint distribution service) 
sector. With the renowned Mr. Malone tacitly 
endorsing the strategy by moving to buy Associ- 
ated, fixed-wireless players should enjoy more 
support form the investment community. 
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Adding to the fuel, separately last week 
Qwest Communications International, Inc., 
agreed to buy a 19% interest in fixed-wireless 
play Advanced Radio Telecom Corp. (see sepa- 
rate story). AT&T earlier picked up some broad- 
band wireless assets when it acquired wireline 
CLEC Teleport Communications Group, Inc., 
which had a BizTel Communications fixed- 
wireless subsidiary. 


WinStar Communications, Inc., now is the 
remaining major independent pure fixed-wireless 
company, something that investors have taken note 
of. WinStar shares soared last week from about 
$49 a share to more than $57 each. NEXTLINK 
Communications, Inc., and McLeodUSA, Inc., 
also have some fixed-wireless assets. 


“We view Liberty’s stake in Teligent as yet 
another endorsement of fixed broadband wireless 
as a Strategically valuable local-entry strategy,” 
Merrill Lynch & Co. telecom analyst Mark Kastan 
said in an investment note. “The addition of a 
highly regarded strategic investor such as John 
Malone ts clearly a plus.” 


Mr. Kastan continued, ‘“We view the deal as 
a possible precursor to strategic alliances between 
Liberty and Teligent. These alliances could in- 
volve the utilization of Teligent’s wireless local 
broadband infrastructure and Liberty’s ‘content’ 
to address high-growth areas such as E- 
commerce, general Internet, and specialized ser- 
vices.’ Liberty has about $4 billion in cash 
that could be used as a new source of capital 
for Teligent, he noted. 


Alex J. Mandl, the former AT&T president 
who is Teligent’s chairman and chief executive 
officer, welcomed the Liberty—Associated 
Group agreement. “All of us at Teligent are 
very excited about the opportunity to work 
closely with one of the communications 
industry's pioneers, John Malone, and Liberty 
Media,” he said. ““We expect that the planned 
acquisition. . .will allow us to continue to pur- 
sue attractive opportunities.” 


Another major investor in Teligent is Nippon 
Telegraph and Telephone Corp., which owns a 
12.5% interest from its $100 million investment 
in 1997, 


Teligent holds digital electronic message 


service (DEMS) licenses in the 24 gigahertz 
spectrum band. It controls 320 megahertz to 


TR WIRELESS 


June 17, 1999 


400 MHz of spectrum in 27 of the 35 most 
populous market areas in the U.S., according 
to Teligent reports. And it has at least 80 MHz 
of spectrum in 47 other major market areas. It 
offers the “SmartWave” brand product in 27 
markets and plans eventually to be in a total of 
74 markets. 


“The Associated transaction. . .allows us 
to obtain an attractive investment in the very 
exciting and rapidly growing business of 
Teligent,” said Liberty President and CEO Rob- 
ert Bennett in announcing the deal June 2. “In 
addition, Associated has been a pioneer in the 
development and commercialization of wire- 
less location systems.” 


Associated’s TruePosition, Inc., subsidiary 1s 
developing a wireless location platform, which is 
in the early stages of commercialization. Associ- 
ated also owns several radio stations and has a 
23.6% interest in Grupo Portatel S.A. de C.V., 
which owns a cellular operator in southeast 
Mexico. 


Associated shareholders would receive 
1.2411 shares of class A Liberty common stock 
(as adjusted for a stock split planned June 11) 
and ().4727 shares of AT&T common stock for 
each Associated class A and class B share owned. 
That translates to 51.8 million postsplit Liberty 
shares and 19.7 million AT&T shares, valuing 
the stock transaction at about $2.81 billion. Lib- 
erty also would assume $187 million of 
Associated’s debt. The transaction is expected to 
close early next year. 


Liberty said the AT&T shares being issued 
would correspond to an equal number of AT&T 
common shares held by Associated. Associated 
was a longtime shareholder of Tele-Communica- 
tions, Inc., which merged with AT&T earlier 
this year, as well as of Liberty when it was a 
TCI tracking stock. Associated has an approxi- 
mate equal amount (in value) of Liberty and 
AT&T shares. 


By returning those shares to Liberty and 
AT&T, the shares can be retired without any tax 
liability. Otherwise, if Associated sold out to 
another company, that buyer would have to sell 
those shares on the market and take a huge tax 
hit. Mr. Kastan estimated that the structure of the 
transaction avoids $800 million in capital gains 
taxes, giving Liberty-AT&T a big advantage over 
any other potential suitor for Associated 
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Sprint PCS To Close Down 
Washington GSM Operation 


Sprint Corp.’s Sprint PCS arm plans to close 
its Washington-Baltimore—area GSM (Global 
System for Mobile communications) operation, 
which trades as Sprint Spectrum. The company 
said it would shift Sprint Spectrum’s 100,000 
customers to its nationwide CDMA (code- 
division multiple-access) network, known as 
Sprint PCS. Sprint Corp. has operated the two 
parallel PCS (personal communications service) 
systems in the area since rolling out its COMA 
offering in Washington in March 1998. 


Sprint’s decision leaves some doubt hanging 
over the fate of the Sprint Spectrum GSM infra- 
structure in the Washington-Baltimore area, which 
other GSM carriers rely on to provide roaming 
services to their customers. “Selling the network 
is an option, but right now our plans are to shut it 
down at the end of the year,” said Sprint PCS 
spokesman Larry McDonnell. 


The loss of the Sprint Spectrum GSM in- 
frastructure could be a body blow to GSM roam- 
ing customers who gravitate toward world capi- 
tals. Many of them are travellers from Euro- 
pean countries and elsewhere where GSM sys- 
tems prevail. Unless a buyer can be found for 
the infrastructure who is willing to accept 
Sprint’s terms, it appears that the already patchy 
U.S. coverage of GSM could show a new, gap- 


ing, and high-profile hole at the beginning of 


the new year. 


Financial market analysts had speculated 
vigorously for months about the fate of the 
Sprint Spectrum assets, with some predicting 
confidently that they would be sold to a GSM 
carrier. 


Sources in the GSM carrier industry told 
TRW that discussions among GSM carriers about 
consolidation had included the fate of Sprint 
Spectrum, but that no financial agreement could 
be reached with Sprint Corp. 


Omnipoint Corp. is the only GSM carrier 
that now holds a PCS license for the Washington 
market. The company hasn’t said how it plans 
to deal with Sprint Spectrum developments. 
“We're not concerned. Our GSM customers are 
still roaming there. It [the infrastructure] still 
works,” said an Omnipoint spokesman. 


OO 


Sprint PCS To Get Customers 


“It’s now time to upgrade all our Washing- 
ton/Baltimore customers to our nationwide PCS 
network, offering them the advantages of our na- 
tional service plans and the superb call clarity that 
is unique to our CDMA technology,” said Brian 
MclIntree, Sprint PCS vice president for the Wash- 
ington-Baltimore area. 


‘Beginning in July, Sprint Spectrum custom- 
ers will be notified by mail of all details for get- 
ting Sprint PCS wireless service, and for exchang- 
ing their current phones and accessories at no cost 
for comparable Sprint PCS phones and accesso- 
ries that are compatible with the CDMA network,” 
Sprint PCS said in a statement. 


‘Most Sprint Spectrum customers will be able 
to keep their same wireless phone number when 
they move to Sprint PCS service. The entire up- 
grade will be handled by mail. . All Sprint Spec- 
trum customers will be upgraded to the Sprint 
PCS national network by Nov. 1, 1999,” the com- 
pany said. Customers will receive a $50 bonus 
coupon good toward an upgraded phone on the 
Sprint PCS network only. 


PCS Network Was Nation’s First 


The company that became Sprint Spectrum 
was founded by Wayne Schelle, who became the 
chairman of American Personal Communications 
and received a PCS license under the FCC’s 
“pioneer’s preference” rules in 1993. Sprint Spec- 


E911 ISSUES 


The FCC’s Wireless Telecommunications Bureau has asked 
for an additional round of comments on the question of how 
enhanced “911” automatic location identification (ALI) require- 
ments should be implemented. An earlier comment round 
revealed sharp differences between vendors that opposed waiv- 
ers of an Oct. 1, 2001, deadline for implementing the require- 
ment, and wireless carriers that contend that waivers are needed 
to allow time to field upgraded technology. In a public notice 
issued June 1 (DA 99-1049), the bureau asked commenters to 
focus on the possibility of adopting standards for handset-based 
ALI technologies, how to handle ALI for subscribers who are 
roaming, and methods of determining ALI accuracy. Comments 
are due by June 17 and replies by June 28. 
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trum launched the nation’s first digital PCS ser- 
vice almost four years ago with a ceremonial 
phone call placed by Vice President Al Gore Jr. 


Sprint Corp. and a group of three cable TV 
companies together known as the Sprint Telecom- 
munications Venture held a 49% equity interest 
in APC. The FCC granted permission for Sprint 
PCS to become the managing partner of APC in 
November 1997. In early 1998, Sprint Corp.’s 
Sprint Spectrum L.P. purchased the remaining 
interests it didn’t already own in APC. 


SBC Begins To Sell 
Upgraded Motorola Sets 


SBC Communications, Inc.’s Pacific Bell 
subsidiary has resumed selling StarTac 7000 
model GSM (Global System for Mobile commu- 
nications) phones manufactured by Motorola, Inc., 
after the manufacturer installed software upgrades 
to repair malfunctions that led the two compa- 
nies quietly to yank the product off the market in 
December 1998. Neither company would specify 
the number of dud phones that reached consum- 
ers, and Motorola fixed the phones by installing 
a free software upgrade only in response to cus- 
tomer complaints rather than by mounting a 
recall. 


Customers who purchased the phones re- 
ported problems with dropped calls and calls 
not being completed by the high-end flip 
phones, which initially sold for as much as 
$500. As problems with the phones became 
more widespread, Pacific Bell discounted the 
units to as low as $150. The number of phones 
affected by the problems reportedly ranged in 
the tens of thousands. 


SBC’s Pacific Bell subsidiary sold the 
phones for use on its GSM network in Califor- 
nia. The company is the largest GSM carrier in 
the U.S. and the largest vendor of StarTac 7000 
phones. 


SBC spokeswoman Janice Penrose said, 
“There was a period between December and 
April when Motorola no longer shipped the 
phones because Motorola was finishing the 
upgrading.” She added, “There were problems 
Motorola was having with call performance.” 
The companies jointly agreed to stop market- 
ing the StarTac 7000 units, Ms. Penrose said, 
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until needed software upgrades had been cuar- 
ried out. 


Ms. Penrose referred specific questions about 
problems with the StarTac 7000 to Motorola. 
Motorola spokeswoman Jenifer Weyrauch earlier 
had referred questions about the problem to Ms. 
Penrose. 


Denise Gibson, Motorola vice president and 
general manager for U.S. strategic operations, 
subsequently told TRW, ““We have experienced 
no problems with the relaunched product. We 
are confident in the current software upgrade.” 


Ms. Gibson said her company hadn’t alerted 
consumers to the availability of the free software 
upgrade because “‘we are addressing this as a ser- 
vice issue. ..We have nothing to hide.” 


Motorola, formerly the leader in analog cel- 
lular phone production, has been eclipsed in the 
production of digital mobile phones by compa- 
nies such as Oy Nokia, now the world production 
leader. Motorola has regained significant ground 
in the digital phone sales field in recent weeks 
with the announcement of the sale of 1 million 
digital wireless phones and associated equipment 
to Bell Atlantic Mobile. 


Motorola, Sun To Make 
IP Infrastructure Gear 


Motorola, Inc., and Sun Microsystems, Inc., 
have teamed to produce a new generation of In- 
ternet protocol (IP)—based, high-availability net- 
work servers, base station controllers, and base 
stations for wireless networks. The 10-year project 
is expected to cost $1 billion, with the funds split 
between hardware and integrated circuits largely 
produced by Motorola and software and hardware 
made by Sun, the country’s fourth-largest pro- 
ducer of servers. 


Motorola’s Network Solutions Sector will 
purchase much of the chip hardware and many of 
the boards for the project from the Motorola Com- 
puter Group, ina bit of accounting magic that the 
two companies declined to decode into the sepa- 
rate contributions that Sun and Motorola would 
make to the project. 


The two companies did say the new systems 
would be based on an open architecture and would 
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be compatible with the full range of third- 
veneration wireless standards that together make 
up the International Telecommunication Union’s 
IMT-2000 (International Mobile Telephony-2000) 
third-generation family of mobile wireless stan- 
dards (TRW, June 3). 


Those standards include the European UMTS 
(Universal Mobile Telecommunications) standard, 
and versions of the CDMA (code-division 
multiple-access) and TDMA (time-division mul- 
tuple-access) standards used in the U.S. The serv- 
ers also will support emerging fixed wireless sys- 
tems such as LMDS (local multipoint distribu- 
lion service), the companies said. 


During a teleconference June 9, Sun and 
Motorola executives emphasized that a key goal 
of the project was to increase the reliability of 
wireless IP-based systems to a level comparable 
to that of the best wireline networks. One ex- 
pression of that reliability level was “five nines” 
(sometimes written 99.999%), which refers to a 
level of availability equivalent to five minutes of 
down time annually. 


FCC: Wireless Industry 
Enjoys Robust Competition 


Per-minute wireless phone rates dropped 18% 
in the last year, according to an FCC study. Cindi 
Schleber, an analyst in the Auction and Industry 
Analysis Division of the FCC’s Wireless Telecom- 
munications Bureau, said wireless subscribership 
is at more than 120 million. The number of mo- 
bile phone users increased from 55.3 million in 
1997 to 69.2 million in 1998. 


Wireless Telecommunications Bureau Chief 
Thomas J. Sugrue said mobile phone usage in 
the U.S. grew 22% from 1997 to 1998 to cover 
25% of the population. Competition in the in- 
dustry also is increasing, he added, saying 72.9% 
of the U.S. population is in markets with five or 
more wireless competitors. 


The U.S. paging industry is especially 
strong, because of new, enhanced services and 
the rollout of narrowband two-way messaging 
services, Ms. Schleber said. That sector grew 
from 48.2 million subscribers in 1997 to 53.3 
million in 1998. Chairman William E. Kennard 
called U.S wireless competition a “wonderful 
case study.” 


ee  ————— 


New AT&T Price Plan 
Challenges Nextel Rates 


AT&T Wireless Services, Inc., has unveiled 
anew pricing plan for businesses that have groups 
of workers who need to communicate frequently 
among themselves. Such work groups have been 
strongly attracted to the two-way radio feature 
offered by Nextel Communications, Inc.’s spe- 
cialized mobile radio (SMR)-based phone service. 


AT&T Corp. Chairman and Chief Executive 
Officer C. Michael Armstrong announced the 
“Group Calling,” price plan at two investment 
conferences June 9 in New York City. Under the 
plan, mobile work groups with five to 50 em- 
ployees will receive unlimited airtime for a flat 
rate for calls placed to each other within a desig- 
nated geographic “group calling area.” 


AT&T said the plan was designed for “local, 
mobile business—such as sales and service, de- 
livery and distribution, dispatch and contractors— 
that operate with a specific geographic area.” That 
market segment, sometimes called the “gray col- 
lar market,” is an important part of Nextel’s cus- 
tomer base. 


The plan can be combined with unlimited 
airtime from the wireless group to as many as 
five landline telephone numbers. The plan also 
includes caller identification, voice mail features, 
and digital wireless text messaging features. 


AT&T tested the plan with 400 companies 
over four months. Rates start at about $50 
monthly per subscriber for group calling (no 
bundled additional minutes). Additional charges 
are levied for calling outside the group. A high- 
end plan costs approximately $90 monthly per 
subscriber for calling inside the group, with 600 
bundled additional minutes and additional charges 
for calls placed to numbers outside the group. 


Long distance service provided to plan sub- 
scribers is billed at 10 cents per minute. When 
subscribers roam outside AT&T Wireless’ service 
area, they are charged a roaming fee of 60 cents 
per minute. 


AT&T said the Group Calling plan had re- 
duced the wireless bill of one of its customers— 
Major Electric, Inc., of Washington state—by a 
third. ‘““The company gave all its service techni- 
cians wireless phones and assigned the landline 
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numbers to four clients that account for 60% to 
70% of the company’s total business,’ AT&T said. 
The plan is available in selected markets and will 
be rolled out nationwide by year-end. 


MCI WorldCom Faces 
Lawsuit over SkyTel Deal 


A class action lawsuit has been filed against 
MCI WorldCom, Inc., charging it with violating 
securities laws by allegedly misleading investors 
about its recent merger agreement with SkyTel 
Communications, Inc. The action comes as MCI 
WorldCom reportedly is under investigation by 
the Securities and Exchange Commission in con- 
nection with the same incident. 


The lawsuit, filed at the U.S. District Court 
in Brooklyn, was brought on behalf of persons 
who sold common stock and other securities in 
SkyTel between May 25 and May 28. It was on 
May 25 that the Internet information service Com- 
pany Sleuth said MCI WorldCom had registered 
the domain name skytelworldcom.com. 


Rumors of merger talks between MCI World- 
Com and SkyTel had been circulating for months. 
SkyTel shares surged as high as 16%, to $21.87 a 
share, when the Company Sleuth press release 
was issued speculating that a merger announce- 
ment was imminent. 


Later that day SkyTel shares traded as low as 
$18.6875 per share, after wire reports that MCI 
WorldCom had denied “official intent” behind the 
domain name registration. Specifically, an MCI 


LMDS EQUIPMENT BUSINESS TRANSACTION 


The Bosch Telecom, Inc., subsidiary of Robert Bosch Corp. 
has agreed to sell its fixed-wireless equipment manufacturing 
business to Motorola, Inc., and Cisco Systems, Inc., which 
jointly will form a new company—SpectraPoint Wireless, Inc. 
Motorola will hold the majority equity in SpectraPoint. Terms 
of the transaction weren't disclosed. Bosch Telecom has de- 
veloped technology for local multipoint distribution service 
(LMDS), which can provide broadband fixed-local access for 
Internet, voice, and one- or two-way video transmissions. The 
FCC has held two LMDS auctions, one that ended in March 
last year and the other ending last month. Licensees have 
been slow to build out LMDS networks. 


WorldCom spokeswoman read to reporters the 
following statement: “From time to time, MCI 
WorldCom employees, sometimes acting on their 
own initiatives, register domain names they be- 
lieve may be potential targets of domain name 
squatters. In this case, the action 1s not an indica- 
tion of official company intention.” 


Three days later, after equities markets closed 
May 28, MCI WorldCom and SkyTel announced 
a $1.3 billion merger agreement that values SkyTel 
shares at about $21.50 each. 


“Seeking to deflate the market rumors and 
the price of SkyTel common stock—and thus to 
save millions of dollars on MCI’s intended ac- 
quisition of SkyTel through a purchase of SkyTel’s 
common stock—defendant MCI falsely denied 
any intention to acquire SkyTel,” said the law firm 
of Bernstein Liebhard & Lifshitz LLP, which is 
leading the class action lawsuit. 


Ina June 4 statement, Bernstein Liebhard said 
the lawsuit charged MCI WorldCom with viola- 
tions of the 1934 Securities Exchange Act and 
SEC regulations. 


“Defendant MCI succeeded in its plan to drive 
down the market price of SkyTel stock,” said 
Bernstein Liebhard. “Defendant’s motive was to 
reduce the price MCI would have to pay to acquire 
SkyTel in an acquisition of SkyTel’s common stock.” 


Meanwhile, the Wall Street Journal reported 
that the SEC had opened its own investigation 
into the matter. An SEC official only would state, 
“The SEC neither confirms nor denies the exist- 
ence or nonexistence of investigations.” MCI 
WorldCom had no comment on the report. 


While not commenting on the MCI 
WorldCom-—SkyTel incident, Washington attor- 
ney Andrew Friedman told 7RN the legal test re- 
garding company statements on potential merg- 
ers was laid down ina 1988 Supreme Court case, 
Basic, Inc., v. Levison. 


“Usually companies are not under any obli- 
gation to make any kind of statement about merger 
activity or proposed merger activity...But once a 
company chooses to speak, it’s got to speak the 
complete truth. You can’t do a half truth. You 
can’t make a statement that’s accurate but omits 
‘material’ information,” Mr. Friedman said. He 
is with the law firm of Cohen, Milstein, Hausfeld 
& Toll PLLC. 
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Powertel, Crown Castle 
Finish Deal, Ink Another 


Powertel, Inc., and build-to-suit tower com- 
pany Crown Castle International Corp. have con- 
cluded a deal under which Powertel sold 619 wire- 
less communications towers for about $262 mil- 
lion in cash. 


Powertel, a PCS (personal communications 
service) operator, will lease the towers back from 
Crown Castle for $1,800 per tower per month. 
The lease runs for 10 years, with three five-year 
renewal terms, and provides for a 15% rent in- 
crease at the end of each term. 


The companies also said they had signed a 
letter agreement under which Crown Castle 
would purchase 31 sites involving certain ex- 
isting or future tower sites. The second trans- 
auction is expected to close by December. Space 
on the existing towers will be leased to Powertel 
for $1,800 per tower per month. The letter in- 
cludes an agreement under which Powertel 
would lease space on any newly built towers 
for $1,500 a month. 


The two transactions together total 650 tow- 
ers but are being kept separate “for certain opera- 
tional reasons.” Crown Castle said. It will be 
Powertel’s exclusive build-to-suit contractor 
through the end of 2001 under the agreements. 


Elsewhere, Houston-based Crown Castle said 
it had closed the first part of a transaction with 
BellSouth Corp. involving 1,850 towers through- 
out BellSouth’s service territory. 


Last week’s closing involved towers in Ken- 
tucky and Indiana. Crown Castle now owns, op- 
erates, and manages more than 6,000 towers, in- 
cluding sites purchased from or managed for Bell 
Atlantic Corp. and Britain’s One 2 One. 


Meanwhile, American Tower Corp. of Bos- 
ton has agreed to acquire about 75 ““communica- 
tions sites” in central and southern Illinois from 
Illinois PCS, an affiliate of Sprint PCS Group. 
Terms weren’t disclosed. 


a ayaa 


Tower Outlook 


The sites are under construction, and Ameri- 
can Tower expects that most will be completed 
by year-end. American Tower said it looked 
forward to developing a deeper relationship with 
Sprint PCS. 


GTE’s Request To Use 
‘Eminent Domain’ Nixed 


GTE Wireless can’t use the power of emi- 
nent domain to force the city of San Francisco to 
turn over space in a parking garage for GTE’s 
placement of wireless telecom equipment, a Call- 
fornia court has ruled. The garage is at the San 
Francisco International Airport. 


Despite that victory, the city continues to 
believe that pending state legislation, SB 177, 
is necessary to clarify that the state’s delega- 
tion of the eminent domain power to “telephone 


GEOTEK LICENSES 


The FCC’s Wireless Telecommu- 
nications Bureau has asked for com- 
ments on a request by bankrupt 
Geotek Communications, Inc.’s Debtor 
In Possession to assign the bankrupt 
company’s 900 megahertz specialized 
mobile radio licenses to its creditors. 
Such assignment would be the first 
step in a two-step transaction that 
would lead to the licenses’ ultimately 
being assigned to a wholly owned sub- 
sidiary of Nextel Communications, Inc. 
Comments or petitions to deny the re- 
quested license assignments must be 
filed by June 28. Oppositions are due 
July 8, and replies to oppositions must 
be filed by July 15. All filings should 
refer to DA 99-1027. The U.S. Bank- 
ruptcy Court in Delaware (Wilmington) 
already has approved Nextel’s pur- 
chase of Geotek’s licenses for $150 
million. 
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corporations” only applies to “carriers of last 
resort.” 


After the situation with GTE developed, 
the airport—which, like the parking garage, 
is owned by the city—“helped sponsor” leg- 
islation to revise the eminent domain provi- 
sions of the state’s Public Utilities Code, San 
Francisco Deputy City Attorney Jayne Lee 
told TRW. 


“The airport had to spend a lot of money 
defending itself,’ Ms. Lee said. Other cities 
could incur similar costs unless the Legisla- 
ture addresses the matter, she added. The 
state Senate passed SB 177 on June | by a 
32-1 vote. 


Regulatory Front 


FCC’s Right-of-Way Plan 
Sparks Industry Debate 


The FCC has proposed tentative steps to pro- 
mote local exchange service competition from 
wireless and wireline carriers by eliminating 
hurdles to accessing multitenant buildings and 
rights-of-way. The move prompted complaints 
from competitors that the agency isn’t doing 
enough and debate within the Commission about 
whether the proposals would violate the U.S. 
Constitution. 


During last week’s “Wireless Day” meeting 
(see separate stories), the FCC adopted a notice 
of proposed rulemaking in Common Carrier 
docket 96-98/Wireless Telecommunications 
docket 99-217. It tentatively concluded that sec- 
tion 224 of the Communications Act of 1934 (as 
amended) requires utilities to give telecom and 
cable TV service providers access to rooftops, 
other rights-of-way, and riser conduit that the utili- 
ties own or control in multitenant environments. 


The utilities would have to provide such ac- 
cess under just, reasonable, and nondiscrimina- 
tory rates, terms, and conditions. The FCC also 
requested comment on whether incumbent local 


TR WIRELESS 
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When state legislators first gave telecom 
companies the power of eminent domain, Ms. 
Lee said, “telecom carriers were all monopo- 
lies under rate regulation, with carrier-of-last- 
resort obligations.” Legislators didn’t intend 
for the power to extend to competitive carriers, 
she said. 


A GTE Wireless spokeswoman said the 
company had two options regarding the June 3 
decision by the Superior Court of California 
(County of San Mateo) in GTE of California 
L.P. v. City and County of San Francisco and 
Does 1-50 (case no. 407-468): to ask the court 
to reconsider its decision or to appeal the deci- 
sion. “We haven’t made a determination as to 
which way we’ll go,” she said. 


exchange carriers should make available riser 
cable and wiring that they control within 
multitenant environments as an unbundled net- 
work element. 


The rulemaking notice asks if the Commis- 
sion should require that building owners who al- 
low one telecom provider to access their premises 
make “comparable access available to all such 
providers on a nondiscriminatory basis.” It seeks 
comment on the “constitutional and statutory au- 
thority issues raised by such a requirement.” 


These issues prompted questions from the 
Commissioners, with Michael Powell, in par- 
ticular, voicing “grave concerns” about these 
aspects of the rulemaking notice. Mr. Powell 
questioned whether the FCC had primary au- 
thority to impose any requirements on entities 
that aren't telecom carriers—building owners, 
for example. 


Courts have found that regulatory bodies must 
have “‘specific authority” fora “taking” of private 
property, Mr. Powell said. Without such author- 
ity, regulators run afoul of the Constitudional ban 
on “taking” private property without providing 


just compensation. He suggested that the FCC 


was proposing to rely on “ancillary” authority. 
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SS 


Chairman William E. Kennard recalled that 
the FCC had used “ancillary jurisdiction” in the 
past. “It always has been considered novel and 
has always been challenged,” but the FCC in most 
cases has prevailed, he said. “I don’t think we 
should duck this issue because there's some Con- 
stitutional risk,” Mr. Kennard said. 


Mr. Powell shot back that “as someone who 
takes an oath to the Constitution, | don’t think to 
have concerns about the Constitution is to ‘duck 
an issue. > The Commission should consider alter- 
native Means to help competitors gain access to build- 
ings before turning to an approach that raises “non- 
trivial Constitutional concerns,” he said. 


Commissioner Gloria Tristani said she was 
“not yet convinced that the Commission can or 
should do anything in these areas.” She had 
questions about a companion notice of inquiry, 
in which the FCC ts seeking information on 
the effects that state and local rights-of-way and 
tax policies have on facilities-based competi- 
tion. “I’m tar trom convinced that there are 
any significant problems out there that require” 
FCC action, she said. 


Jay Kitchen, president of the Personal Com- 
munications Industry Association, said he found 
it “extremely gratifying” that the FCC was 
studying building-access issues. “Without this 
access, the small businesses that operate in a 
multitenant environment and the residents who 
live in these dwellings will never be able to re- 
alize the benefits of a truly competitive envi- 
ronment,” he said. 


MERGER AGREEMENT 


Arch Communications Group, Inc., 
at long last has completed its merger 
with bankrupt Metrocall, Inc. The trans- 
action forms the nation’s second- 
largest paging carrier with more than 


7 millon units in service. A merger 
agreement was announced last sum- 
mer, but it got bogged down in bank- 
ruptcy court after a group of Metrocall’s 
creditors protested the terms. Arch 
eventually won the court’s approval. 


John D. Windhausen Jr., president of the As- 
sociation for Local Telecommunications Services, 
said he was “pleased” that the FCC had decided 
to look at building access but was “‘disappointed 
that they didn’t take a stronger position on this 
Vital issue. 


“Equally disappointing is the Commis- 
sion’s ‘baby step’ on rights-of-way,” Mr. Wind- 
hausen said. “Many building owners and cit- 
ies are delaying CLECs’ access or committing 
outright highway robbery by charging ludi- 
crously excessive fees that essentially lock 
CLECs out of the market.” 


FCC Seeks E911 Report, 
Cites Program Disarray 


In an effort to end a policy impasse, the FCC 
has asked representatives of the wireless industry 
and public safety agencies that forged a plan to 
implement enhanced “911” (E911) service to ex- 
plain why the service rollout has been delayed. 
The FCC said “confusion and disagreements” had 
marked implementation of the lifesaving technol- 
ogy and asked why some wireless carriers appar- 
ently hadn’t provided E911 service when asked 
to do so by public safety agencies that had met 
their responsibilities under a government- 
industry agreement. 


In a public notice released June 9 (Common 
Carrier docket 94-102), the Commission asked 
the Cellular Telecommunications Industry Asso- 
ciation, the Association of Public Safety Com- 
munications Officials International, Inc., the Na- 
tional Emergency Number Association, and the 
National Association of State Nine-One-One Ad- 
ministrators to report by August 9 on cost- 
recovery and technology issues have been slow- 
ing the service rollout. 


Surveys have shown that only a small frac- 
tion of the nation’s emergency dispatch centers 
are equipped to locate emergency callers using 
wireless phones, even though FCC rules on the 
matter have been in place for more than a year, 
the Commission said. It expressed concern that 
the months-long delay in fully implementing the 
first phase of E911 capability could spill over into 
the second phase of the program. 


The FCC recently requested additional com- 
ments on E911 issues, in an effort to narrow dis- 
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agreements over technology for the second phase 
of the program. 


An agreement that CTIA and the public safety 
organizations signed is the framework for the 
FCC’s E911 policy. Under Phase I of that policy, 
carriers were required to provide by April 1, 1998, 
a caller’s automatic number identification for call- 
back purposes and to furnish the location of the 
base station receiving the call. Phase II requires 
the carriers by Oct. |, 2001, to provide public 
safety answering points with the location of a 
wireless caller, within 125 meters (412.5 feet). A 
wireless carrier need not provide E911 service, 
however, unless it receives a request from a safety 
dispatch agency that is equipped to use the data 
and has a cost-recovery mechanism in place. 


In its public notice the FCC observed that 
according to a recent survey, only 7% of safety 
dispatch centers reported that they were equipped 
to handle Phase | data. “The primary reason given 
for negative responses is the lack of a funding 
mechanism, while the other reason is that the [dis- 
patch center] equipment is not ready,” according 
to the public notice. 


“We are concerned that, in addition to Phase 
I, similar disputes over [the] cost-recovery mecha- 
nism and technology choice are negatively affect- 
ing early attempts to prepare for Phase II imple- 
mentation,” it said. “Issues have been identified 
that have contributed to implementation delays 
and are the result of ambiguities in the initial Con- 
sensus Agreement and the E911 rules.” 


The Commission said it had delegated to car- 
riers and public safety officials a significant 
amount of flexibility to design cost-recovery 
methods, in hopes that they would develop “‘in- 


PREEMPTION REQUEST 


The Commercial Wireless Division of the FCC’s Wireless 
Telecommunications Bureau has allowed the Cellular Telecom- 
munications Industry Association to withdraw its request for 
FCC preemption of state and local governments’ moratoria on 


applications to site telecom facilities. CTIA noted that it and 
other industry associations last year reached an agreement 
with the FCC's Local and State Government Advisory Com- 
mittee on an informal process to resolve antenna-siting 
disputes. 


June 17, 1999 


novative solutions and avoid delays that may re- 
sult from meeting an inflexible prescription. 
However, the flexibility we gave to the parties 
has not produced the prompt implementation we 
envisioned. It now appears that disputes have 
arisen between carriers and state or local ‘911' 
authorities.” 


Universal Licensing System 
To Include Internet Access 


During its “Wireless Day” meeting in 
Washington last week, the FCC adopted a re- 
port and order aimed at providing public ac- 
cess through the Internet to applications and 
licensing information in its Universal Licens- 
ing System (ULS). 


ULS is acomputer database for licensing and 
application information obtained by the Wireless 
Telecommunications Bureau. Parties submitting 
bids in spectrum auctions or filing applications 
still must do so through the Commission’s wide- 
area network dial-up service, and persons access- 
ing the ULS information still will be charged an 
application fee. 


The Commission said it would continue to 
convert wireless services still operating under 
legacy licensing systems to the ULS throughout 
the remainder of this year. The amateur service 
and the antenna registration system are next on 
the schedule for conversion. 


Wireless Bureau To Hold 
First Paging Auction Dec. 7 


The FCC’s Wireless Telecommunications 
Bureau has scheduled the first in a planned series 
of paging service spectrum auctions for Dec. 7. 
The auctions of licenses covering geographic ar- 
eas will replace a system of site licenses and end 
a two-year-old freeze on granting new paging ser- 
vice licenses. 


The first paging auction will cover the “up- 
per bands”: 2.499 licenses in the 929 megahertz 
and 931 MHz bands. They are available in 51 
geographic areas known as major economic ar- 
eas (MEAs) covering the U.S., the Northern 
Mariana Islands, Guam, American Samoa, the 
U.S. Virgin Islands, and Puerto Rico. 
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The bureau requested comments on its pro- 
posed reserve prices, minimum opening bids, and 
other procedures in a June 7 public notice (DA 
99-1103). Comments are due June 30, and re- 
plies are due July 13. 


Incumbent operators, who received their li- 
censes under the current site licensing system, 
won’t lose their licenses. But they will have to 
bargain for any additional spectrum rights they 
seek but don’t win in the auctions with entities 
that do win spectrum. 


Additional auctions will cover the “lower 
bands”: 35-36 MHz, 43-44 MHz, 152-159 
MHz. and 454-460 MHz. The bureau announced 
plans to hold paging service auctions last month 
(TRW, May 20). 


Eddie A. Gleason, director-government rela- 
tions for the Personal Communications Industry 
Association, told TRW, “We definitely support 
market-area licensing for the paging services. It 
reduces the administrative burden for the licens- 
ees and the FCC.” PCIA has urged the FCC to 
prohibit new geographic-area licensees from caus- 
ing harmful interference to incumbent site licensees. 


“We were hoping the FCC would start [the 
auctions] with the lower bands,” Mr. Gleason said, 
“because more small businesses operate in the 
lower bands.” The trade association also has sup- 
ported the use of bidding credits for small busi- 
nesses, in order to encourage the entry of new 
companies into the paging business. 


PCIA opposed paging spectrum auctions 
because it previously was concerned about the 
possibility of abuses by speculators. Because the 
FCC now enforces a minimum-bid policy, PCIA no 
longer is concerned on that point, Mr. Gleason said. 


“These folks [licensees and would-be licens- 
ees] have been hearing about auctions for years, 
and now they have a date for an auction,’ Mr. 
Gleason said. 


2 Getting in Touch. .. 


Contact Editor Wilson P. Dizard III 
by electronic mail at 
wdizard @tr.com 


Wireless Carriers Blast 
‘Rate Integration’ Policy 


Wireless carriers are unified in urging the 
FCC to continue to refrain from applying the “rate 
integration” requirement of the 1996 Telecom- 
munications Act to wireless wide-area calling 
plans and across commercial mobile radio ser- 
vice (CMRS) affiliate operations. They took their 
stand in comments filed in Common Carrier 
docket 96-61 (rate integration issues). 


Late last year the FCC affirmed a previous 
ruling that in general wireless carriers are subject 
to the rate integration requirement of section 
254(g) of the Act but left in place an order stay- 
ing the requirement with respect to wide-area call- 
ing plans and affiliate relationships. The Cellular 
Telecommunications Industry Association and 
several CMRS providers have asked the U.S. 
Court of Appeals in Washington to overturn the 
FCC’s decision that wireless carriers are subject 
to section 254(g). 


When the FCC requested comments in late 
April on rate integration issues related to CMRS 
wide-area calling plans and rate integration across 
CMRS affiliate operations, it asked how the defi- 
nitions of telephone toll service and telephone ex- 
change service should be applied in the CMRS 
context. The agency suggested that a more com- 
plete record on those issues might justify either 
minimal regulation or forbearance from applying 
section 254(g) to CMRS carriers. 


Alone among the commenters, the state of 
Hawaii supported the policy of rate integration. 
“Even after it was admitted to statehood, for many 
years mainland carriers classified Hawaii (and 
other offshore points) as an international point 
and established ‘separate’ rate structures for the 
state,” it said. 


Attempting to apply the rate integration re- 
quirement, which was “developed for conven- 
tional interstate carriers, to the vibrant competi- 
tive wireless marketplace, is a hopeless and un- 
necessary task,” according to the Cellular Tele- 
communications Industry Association. It stated 
that “the wide variety of service and pricing op- 
tions offered by CMRS providers” aren't “com- 
parable to the ‘one-size-fits-all’ offerings of 
landline interexchange carriers that gave rise to 
rate integration policy and made enforcement of 
such a policy feasible.” 
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Safety and Security: 
A Coming Clash? 


By Steve Pastorkovich 


Most wireless handset owners probably let 
the recent celebration of National Wireless Safety 
Week (May 24-30) pass unobserved. The week 
is a brainchild of the Cellular Telecommunications 
Industry Association and has two main purposes. 
One is to encourage drivers to pay attention to 
road conditions while using wireless phones. The 
other is to highlight instances where a person has 
used a wireless phone to help rescue stranded mo- 
torists, catch a criminal, or save a life. 


This sort of campaign attempts to counter the 
bad publicity generated by occasional studies that 
portray a relationship between wireless phone use 
and traffic accidents. At the same time, the in- 
dustry reminds the public of one of the great sell- 
ing points of wireless communications: the abil- 
ity to call for help during an emergency. Even 
the week’s slogan, “Safety—Your most impor- 
tant call,’ manages to convey its double mes- 
sage. It’s an example of the skillful pairing of 
public relations and marketing. 


There 1s one problem. For all the stories of 
being able to call Dad or an American Automo- 
bile Association tow truck for roadside assistance, 
users roaming outside their normal service area 
can’t always get through to “911° because hand- 
sets look for a signal from the user’s own pro- 
vider. That signal may be weak or nonexistent. 
For someone who is in an accident or other- 
wise in need of emergency services, it’s pre- 
cisely the wrong time to learn about this criti- 
cal weakness in the “get-a-wireless-phone-for- 
safety” argument. 


In order to address the problem, the FCC 
is adopting rules that will help emergency calls 
get through even if a user’s own carrier is not 
available (TRW, May 20, 1999). But these rules 
will apply only to analog or dual-mode handsets, 
so they won’t help everyone. 


A safety improvement is expected to develop 
within the next few years. Among the require- 
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ments for wireless handset compatibility with 
enhanced “911” (E911) service is a capability 
known as Automatic Location Identification 
(ALI). This will give emergency service person- 
nel the ability to pin down not just which antenna 
cell a caller is near, but also the location of the 
handset to within about 125 meters (410 feet). 
Without ALI, ambulance crews may have to 
search many square miles looking for victims 
who are unable to convey their location 
accurately. 


Trading Privacy for Safety? 


The drawback is that in order for the location 
feature to work, a handset will have to broadcast 
its location whenever the power is on, even if the 
unit 1s not in use. Someone somewhere will be 
able to determine where your cellphone is as long 
as the power is on. Even people with nothing to 
hide have reservations about this. 


Cellphone privacy issues are nothing new. A 
few high-profile cases of politicians having their 
conversations recorded by eavesdroppers led to 
restrictions on equipment that can tune in to wire- 
less calls. Although people have been reassured 
that their expectations of privacy are reasonable, 
there is recognition that nearly any call might not 
be secure. But will people expect ALI-capable 
phones to lead the government to be able (or more 
accurately, to be required) effectively to track their 
movements? 


Of course, ALI won’t track the movement 
of people, exactly. It will track the movement 
of their handsets. Nevertheless, for many, there 
is little or no practical distinction. Even so, do 
many people think emergency personnel care 
where they go? For some, it’s just a matter of 
principle. 


Other people see how all kinds of previously 
private data, trom phone records, to online ser- 
vice membership information, to bookstore pur- 
chases, are subject to investigations and subpoe- 
nas these days. This situation makes them feel 
they have a pretty good reason to worry that ALI 
information could be subject to accidental release 
or abuse. Will consumers have to sacrifice pri- 
vacy for safety? 
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It may be too early to tell. The FCC recently 
recognized that technical challenges might thwart 
ALI’s phased implementation schedule and put 
the October 2001 target date out of reach. Pri- 
vacy advocates hope this acknowledgement will 
buy morc time to make ALI’s functionality op- 
tional, or even to derail it altogether, but the FCC 
seems determined to move forward. 


Even without ALI tracking handset loca- 
tions, is Big Brother listening in? During the 
recent military action in the Kosovo conflict, 
North Atlantic Treaty Organization (NATO) 
forces attacked wireline telecommunications 
facilities. NATO apparently hoped to force 
Yugoslav officials to resort to less secure wire- 
less phones. 


No one is surprised when military forces 
monitor each other’s transmissions. Similarly, 
there isn’t much objection to government’s lis- 
tening in on conversations in the course of crimi- 
nal investigations, as long as a court has issued 
a proper warrant. The U.S. Congress greatly 
expanded authority to issue warrants in 1998. 
This move caused great consternation among 
privacy advocates, who view the changes as an 
invitation to abuse. 


Similarly the Federal Bureau of Invest- 
igation’s implementation of the 1994 Commu- 
nications Law Assistance to Enforcement Act 
(CALEA) promises to spawn years of litiga- 
tion over privacy issues. Critics claim the FBI 
is trying to subject carriers to requirements that 
would grant the government access to private 
communications that Congress never 
authorized. 


If recent reports of a massive, multination 
eavesdropping effort are accurate, however, 
CALEA will look almost benign by comparison. 
According to reports, America’s secret 


encryption and eavesdropping organization, the 
National Security Agency (NSA), runs a multi- 
national operation called “Echelon.” It was 
launched in the years after World War II and re- 
portedly is supported by its counterparts in the 
United Kingdom, Canada, Australia, and New 
Zealand. 


For many years the Echelon project appears 
to have concentrated on monitoring the trans- 
missions of the Western alliance’s Cold War ad- 
versaries. But with the collapse of communism 
and the advent of personal wireless com- 
munications, some fear that the project’s focus 
has expanded to include personal and commer- 
cial transmissions. 


Even if the agencies involved followed their 
nation’s rules respecting the privacy of their own 
citizens, their multinational partners have no such 
restrictions. The capabilities are so impressive 
that the European Parliament may be consider- 
ing establishing a similar network of its own. In 
an era when governments go out of their way 
to help their corporations win business over in- 
ternational competitors, such a network could 
have serious trade implications because of pos- 
sible industrial espionage. 


It may well be that such monitoring does 
nothing sinister but does help stop horrendous 
terrorist attacks. Perhaps those operating the sys- 
tem do put its abilities to nothing but judicious 
use. But those are hopes; the multinational ar- 
rangement makes sense strategically, but it inher- 
ently circumvents constitutional protections 
against government intrusion. If Echelon’s abili- 
ties approach its reputation, there must be assur- 
ances that it keeps us safe without eroding the 
freedoms that make safety all the more valuable. 


(Steve Pastorkovich is a telecommunications 
policy analyst in Washington, D.C.) 


Federal copyright law (Title 17 of the U.S. Code) makes it illegal to reproduce this news- 
letter by any means and for any purpose, unless you have our written permission. Federal law 
provides severe statutory and criminal penalties for the unauthorized reproduction or distribu- 
tion—including electronic—of copyrighted newsletters. Copyright infringement carries a statu- 


tory fine of up to $100,000 per violation. We offer a reward of $2,000 for information that leads 
to the successful prosecution of copyright violators. If you would like additional subscriptions, call 
800/822-6338. For reprint information, call Eileen Callahan at 202/842-3022, ext. 3034, or e-mail 


ecallahan @tr.com. 
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News in Brief 


PERSONNEL 


¢ Stan Sigman, president and chief execu- 
tive offer of SBC Wireless, Inc., has been 
elected chairman of the Cellular Telecommu- 
nications Industry Association’s board. An- 
drew Sukawaty, CEO of Sprint Spectrum L.P., 
was elected vice chairman, and John W. 
Stanton, CEO of Western Wireless Corp., is 
chairman emeritus. 


¢ The Rural Cellular Association has 
elected Tommie Morgan, general manager of 
MobileTel, Inc., president. He succeeds Jackie 
Dukes, vice president of La Ward Cellular, Inc., 
in that RCA post. Gary Hudson, manager of 
Poka-Lambro Telecommunications, Inc., was 
elected vice president of the association, and 
Terry Addington, president and chief execu- 
tive officer of First Cellular of Southern Illinois, 
was elected secretary-treasurer. 


e David N. Walker has been named chief fi- 
nancial officer for the wireless telecommunica- 
tions consulting firm LCC International, Inc., 
effective June 14. He most recently was vice 
president and controller for Marconi North 
America, Inc. Mr. Walker succeeds Richard 
Hozik, who left the company to pursue an E- 
commerce opportunity. 


¢ John P. Griffin has been named president 
and general manager of ADC Telecommuni- 
cations, Inc.’s Broadband Wireless Group. Mr. 
Griffin most recently was vice president and 
general manager of ADC’s loop transport 
division. 


¢ Claude Burgio has joined STM Wireless, 
Inc.'s subsidiary, Direc-To-Phone Interna- 
tional, Inc., as chief executive officer and chair- 
man of the board. Mr. Burgio formerly was presi- 
dent of Lockheed Martin Telecommunications, 
a unit of Lockheed Martin Corp. 


* Crown Castle International Corp. has 
named Ted B. Miller Jr. chairman, succeeding 
Carl Ferenbach, who will become lead direc- 
tor. Mr. Miller is also Crown Castle’s chief ex- 
ecutive officer. The company also has named 


E. Blake Hawk executive vice president and gen- 
eral counsel. He was most recently with Brown, 
Parker & Leahy LLP. 


BUSINESS BRIEFS 


¢ KDD WinStar Corp. has begun providing 
fixed-wireless broadband services in Ja- 
pan. The company is a joint venture of Win- 
Star Communications, Inc., of New York, 
Kokusai Denshin Denwa Co. Ltd., and 
Sumitomo Corp. KDD WinStar said its first 
business customer was an Internet service 
provider in Tokyo. 


¢ TeleCorp PCS, Inc., AT&T Wireless’ larg- 
est affiliate, has acquired AT&T’s Puerto Rico 
PCS (personal communications service) li- 
cense. Financial terms were not disclosed. 
TeleCorp named Raul Burgos vice president 
and general manager of Puerto Rico operations. 
He was general manager and VP-operations 
for Nextel International, Inc., in Sao Paulo, 
Brazil. 


e Fixed-wireless competitive local exchange 
carrier WinStar Communications, Inc., has 
completed the sale of a minority interest in 
its Office.com subsidiary, an online business 
service, to CBS Corp. A full-scale launch of 
the site is scheduled for the end of the third 
quarter, WinStar said. The deal previously was 
valued by the companies at $42 million. 


¢ Nextel Communications, Inc., is prepar- 
ing to sell $500 million in convertible senior notes 
due 2007 in a private offering, according to 
Standard & Poor’s. Proceeds would be used to 
fund capital expenditures, working capital 
needs, and general corporate purposes. 


¢  Teligent, Inc., has filed a “universal shelf” 
registration statement at the Securities and 
Exchange Commission under which it could 
issue periodically up to $1 billion in any com- 
bination of equity and debt securities. The 
filing follows the agreement by Liberty Media 
Corp. to acquire Teligent’s 41% owner, The As- 
sociated Group. 0 
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